We study the impact of financial structures on the dynamics of the export sector using rich data from over 60 countries. The results reveal that bank-oriented financial systems boost the size of the export sector more than market-oriented financial systems. However, especially in middle-and low-income countries, this effect mostly stems from banks slowing down exporters' exit rather than promoting firms' entry into export. The reduced exit from the export sector appears to reflect domestic banks' tendency to evergreen loans to exporters ("soft budget constraint") more than banks' buffering role in difficult times. Foreign banks mitigate this effect and enhance the dynamism of the export sector.
Introduction
The linkages between the financial sector and the export sector have attracted growing attention in recent years. Firms' export can be particularly influenced by financial development. To become exporters, firms must devote resources to identify export markets, tailor their products to match foreign tastes and regulations, and set up distribution networks (Baldwin and Krugman 1989; Dixit 1989) . Most of these export costs have to be paid up front so that firms that aim at starting an export activity need enough liquidity at hand (Manova, 2013) . Firms must also sustain relevant expenses after starting an export activity.
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Thus far, most studies have treated the financial sector and the export sector as "monolithic entities", focusing on the impact of financial development on the overall size of the export sector. A broad literature, however, documents significant cross-country heterogeneity in the structure of financial systems: countries differ in the importance of concentrated financial institutions (e.g., banks) relative to decentralized financial markets (e.g., stock markets) and in the composition of the banking sector, such as the relative importance of domestic and foreign banks (see Allen and Gale, 2001; Levine, 1990 , and references therein).
These differences in financial structures may not necessarily reverberate in the total volume of liquidity flowing to the business sector, but primarily in the allocation of liquidity across businesses, including the incentives of financiers to support entrant or incumbent firms and to shut down funding to incumbent enterprises (Allen and Gale, 2001; Beck, Levine and Loayza, 2000) .
While these observations are compelling, we know little about the impact of financial structures on export activities, and even less so about their impact on the dynamics of the export sector (entry into, and exit from, export). The goal of this paper is to help fill this gap. To this end, we exploit rich data on the structure of financial systems from the Global Financial Development Database (GFDD) as well as detailed, disaggregated information on the dynamics of the export sector from the World Bank Exporter Dynamics Database (EDD). Our data refer to a panel of 62 countries, across all geographic regions and income levels, for the 1997-2014 period. The database contains detailed information at the level of 2-digit ISIC industries on the number of exporting firms and on exporters' entry, exit and turnover rates drawn from exporter-level customs data which cover the universe of annual exporter transactions. Further, we are able to construct various indicators of the concentration of the export sector. On the financial side, we capture financial structures through widely used indicators of the importance of banks relative to financial (stock and bond) markets and of the composition of the banking sector (domestic versus foreign banks).
We further supplement our main databases with a variety of other sources of information on the regulation, supervision and auditing of banks (e.g., the World Bank Banking Supervision Survey), the reliance of industries on external financing, the occurrence of financial, banking or external crises, and the degree of informational and contractual complexity of export products.
To identify the causal impact of financial structures on export dynamics, we employ the difference-in-difference approach originally proposed by Rajan and Zingales (1998) and adopted by Manova (2012) to isolate the impact of financial factors on firms' export. In particular, we test whether the impact of financial structures on firms' export dynamics is stronger in industries in which firms are more dependent on external finance for technological reasons purely related to the production process.
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The baseline results reveal that banks promote the expansion of the export sector, especially the number of exporters, better than decentralized financial markets (stock and bond markets), and this is true even after controlling for the overall size of the financial sector. This finding is consistent with the view that, through continuous monitoring and tight credit relationships, banks can garner better quality information on potential exporters than dispersed investors (Diamond, 1984; Paravisini et al., 2016) . However, when we turn to break down this effect into the impact on exporters' entry and exit, we find that the main driver of the positive impact of bank-oriented financial systems on total export is a significant reduction in the exit rate of exporters. By contrast, banks do not appear to promote entry into export more than capital markets. We next investigate whether the detected effects of banks are attributable to domestic or foreign banks. We uncover evidence that it is especially domestic banks that reduce the exit rate of exporters. In fact, a stronger foreign bank penetration in the banking system boosts exporters' entry, exit and turnover rates. 1 These results hold for the whole sample of 62 countries and they become economically stronger when we focus on middle-and low-income countries.
As noted by a broad literature in banking (see, e.g., Allen and Gale, 2001) , banks' tendency to keep firms afloat and slow down firm exit could be a symptom of efficient or inefficient behavior. Banks could have a soft budget constraint attitude of the kind initially stressed by Dewatripont and Maskin (1995) and then studied by a sizeable literature on credit markets, especially for developing countries (Mian, 2006) . That is, they could roll over financing even to underperforming exporters once they have funded the relevant upfront fixed costs that export entails. An alternative interpretation is that banks could have a longer-term attitude, that is be able to renegotiate credit contracts with exporters following unexpected contingencies and thus bailout efficient exporters that experience financial difficulties (Huberman and Kahn, 1988) . While differentiating these two channels is notoriously hard, in the second part of the paper we try to gain intuition into the mechanisms that drive the baseline results.
In a first set of tests, we build on the prediction of the banking literature that banks' soft budget constraints are more severe in settings in which banks are more susceptible to the pressure of external parties (e.g., the government) to rollover credit to businesses, and less subject to independent monitoring of bank auditors and supervisors on their decisions to grant such rollover. Matching information from our main databases with data from the World Bank Banking Supervision Survey, we obtain that in countries where banks are less independent from the pressures of external parties and where bank managers are subject to less rigorous scrutiny of bank auditors and supervisors that prevent the release of misleading information, domestic banks reduce the dynamism of the export sector relative to stock market investors and to foreign banks (i.e., they reduce exporters' entry, exit and turnover, in line with the soft budget constraint hypothesis).
In a second set of tests, we exploit the prediction of the banking literature that, to the extent that banks' behavior instead reflects long-termism, this benefit should manifest itself especially following negative shocks (e.g., crises or recessions) or in settings where ex ante it is harder to write detailed contracts that can account for unexpected shocks.
However, we uncover no evidence that domestic banks moderate the exit of exporters more during recessions or financial crises than in tranquil times. Moreover, the differential effect of foreign banks is no more pronounced for products characterized by higher informational opacity or contractual complexity (measured according to the methodologies in Rauch, 1999, and Nunn, 2007) . Overall these findings cast doubts on the benign interpretation that domestic banks are a buffer against the realization of unforeseen shocks over the course of export projects, while they tend to support the alternative hypothesis that domestic banks indulge in a soft budget constraint behavior in the export sector. The presence of foreign banks would help mitigate this effect of bank-oriented financial systems and complement decentralized stock markets in enhancing the dynamism of the export sector.
In the last part of the paper, we investigate the implications of the baseline findings for the concentration of the export sector. Relative to capital markets, banks turn out to reduce the concentration of the export sector. As highlighted by Eaton et al. (2007) , especially in developing countries, the export sector features a continuous entry and exit of producers, the majority of which however experiment with selling small amounts in foreign markets.
Jointly, the results for export dynamics and for export concentration suggest that domestic banks might slow down the selection and exit of small exporters, contributing to a reduced concentration of the export sector. 2
The remainder of the paper unfolds as follows. In Section 2, we relate the paper to prior studies. Section 3 describes the data and the empirical methodology. In Section 4
we present the baseline results, while in Section 5 we focus on dissecting the mechanisms behind the results. Section 6 carries out additional tests and robustness checks. Section 7 concludes.
Prior Literature
This paper relates to a growing literature on finance and trade. Theoretical studies stress that export is particularly vulnerable to financial imperfections (see, e.g., Manova, 2013;  2 Interestingly, we uncover evidence that what matters for exporters' concentration is the importance of banks relative to the stock market, while the concentration of the banking sector has little influence. export. Using data from Peruvian firms, Paravisini et al. (2015) find that a contraction of bank funding reduces export. Minetti and Zhu (2011) document that the duration of the credit relationship with the main bank does not affect the probability of exporting.
De Bonis et al. (2015) suggest that the length of firm-bank relationships enhances the probability of foreign direct investments but not that of exports. Our paper also relates to a recent literature on the impact of financial factors on firm export dynamics. For example, Araujo et al. (2016) find evidence of a role of contract enforcement and export experience in shaping firm dynamics in foreign markets.
The role that banks play in export activities relative to other segments of the financial system remains relatively unexplored. And, perhaps because of the dearth of data, there is even scarcer evidence about the impact of financial structures on the dynamics of exporters (entry, exit, turnover) and on the structure of the export sector. 3 Yet, a well-known result in the finance literature is that often the most pronounced differences in the effects of financial structures do not regard the overall availability of funding but the incentives of financiers to promote business entry and to foreclose or refuse credit renewal to firms. These different incentives also reverberate into the structure of the corporate sector. Allen and Gale (2001) maintain that bank-based financial systems may be more efficient at financing long-term investment projects that require long-term financing. 4 This is due to banks' ability to renegotiate contracts following the realization of unforeseen contingencies. On the other hand, Dewatripont and Maskin (1995) contend that decentralized financial systems characterized by strong capital markets may be less inclined to roll over financing to inefficient businesses.
Banks' tendency to evergreen loans is perceived to be particularly acute for some types of banks, such as domestic banks in developing countries. Several studies underscore that foreign banks may partially offset this bias of domestic banks. Similar to dispersed capital market investors, foreign banks establish looser personal relationships with domestic entrepreneurs, so they have less incentives to roll over loans (Mian, 2006 (Levine, 2004; Dobson, 2008) and can facilitate trade by helping firms overcome information asymmetries (Classens et al., 2017) .
Data and Measurement
In this section, we detail empirical methodology, data sources and measurement of the variables used in the analysis.
Data sources and empirical strategy
Our data on exporters' size, distribution and dynamics aggregated at the industry level are drawn from the World Bank Exporter Dynamics Database (EDD). The database covers 62 countries across all geographic regions for the 1997-2014 period. While countries of all income levels are included, the bulk of the sample consists of middle-and low-income countries. 5 The database contains a large number of measures spanning from the number of exporting firms, to the entry and exit rates of firms into export, to the concentration of the export sector (e.g., the share of exports of the top 5% exporters). The measures in the EDD are constructed using exporter-level customs data, which cover the universe of annual exporter transactions.
Information on financial structures, including the importance of the banking sector relative to the stock market and the importance of foreign banks relative to domestic banks, is obtained primarily from the Global Financial Development Database (GFDD). 6 We complement the GFDD with data from Burger et al. (2015) and Yibin et al. (2013) products. We provide further details on measurement and data sources below.
To identify the effect of financial structures on export dynamics, we rely on the established strategy proposed by Rajan and Zingales (1998) which exploits heterogenous financial dependence across industries based on technological factors inherent to the production process. Specifically, in the baseline tests for each outcome we estimate the following regression:
where  is country,  is ISIC 2-digit industry and  is year.   are variables from the Exporter Dynamics Database that capture the size, dynamics and concentration of the export sector at the country-industry-year level, and    is the measure of financial structure, capturing the relative importance of banks vis-à-vis capital markets or the relative importance of foreign banks vis-à-vis domestic banks.    is a measure of financial development while   and   are country-year and industry-year fixed effects, respectively.
Country-year dummies capture the effect of time-varying country characteristics, including endowment differences that can drive trade patterns and country-specific macroeconomic shocks that may affect domestic production and firm exports. In turn, the industry-year fixed effects absorb shocks to industries that are common across countries, including world demand or supply shocks for specific industries. Finally,   denotes the error term.
Measures of export dynamics and financial structures
We are interested in the size and dynamics of the export sector. Among the measures for the size of the export sector, we consider the number of exporters (number of firms exporting in a given country-industry-year) and the average sales of exporters. The dynamics of the export sector is captured by firms' entry rate into export, firms' exit rate from export, and the turnover rate of exporters. Firm entry rate into export is equal to the number of firms exporting in a given country-industry-year that were not exporting in the previous year over the number of exporters; firm exit rate equals the number of firms not exporting in a given country-industry-year that were exporting in the previous year over the number of exporters; the turnover rate is the sum of the entry and exit rates. In additional tests, we also consider measures of concentration of the export sector, namely the share of exports of the top 5% of exporters and the Herfindahl-Hirschman index of export revenues.
We capture financial structures by considering measures of the relative importance of banks vis-à-vis capital markets, and, within the banking sector, measures of the relative importance of domestic versus foreign banks. In the former set, we mainly focus on the ratio of credit granted by banks to the private sector over the sum of stock market capitalization and bank credit, but also experiment with the ratio of bank credit over the sum of bond 7 market capitalization and bank credit (for bond markets data are sparser than for stock markets). In the latter set, we focus on the share of foreign bank assets among total bank assets in the country.
As in prior studies, we use total credit granted by all financial institutions relative to the GDP to control for the financial development of a country and to account for the overall size of the banking sector. Further, when studying the role of foreign banks, we control for the degree of competition in the banking sector using an index of banking sector concentration (the Herfindahl-Hirschman index of bank assets in the country).
The identification strategy relies on the approach originally proposed by Rajan and Zingales (1998), which exploits exogenous variation in the financial dependence of industries due to the technological features of production processes. As pointed out by Rajan and Zingales (1998) , what matters is the ranking of the financial dependence of the industries. This ranking can be expected to largely reflect technological features, while financial dependence does not vary substantially across firms within an industry. The measure of industry-level degree of external financial dependence is constructed using data from Maskus et al. (2012) and Klapper et al. (2006) . 7 Similarly to Rajan and Zingales (1998), external financial dependence is defined as the median of the ratio of capital expenditures minus cash flow from operations divided by capital expenditures across U.S. firms in a given industry over the 1990-1999 period using Compustat data. There are two main reasons for opting for the data in Maskus et al. (2012) instead of the data from Rajan and Zingales (1998) . First, the data are more recent and provide a better proxy of external financial dependence for the period for which we have data on exporter-level dynamics. Second, the data are reported in the same classification available for the EDD, ISIC Rev.3, which limits the measurement errors that may be exacerbated when converting the measure from one classification to another using aggregated data.
Other variables
When trying to disentangle the mechanisms of influence of financial structures on export, we use data from the World Bank Banking Supervision Survey on the supervision, monitoring and regulation of banks in the countries. The database is based on surveys sent to national bank regulatory and supervisory authorities of 107 countries asking comprehensive questions about bank entry requirements, ownership restrictions, capital requirements, accounting and disclosure requirements, and the quality and actions of bank supervisory personnel.
We detail these data and variables below.
We also employ measures of the degree of product information complexity and con-7 Industries are defined at the 2-digit level in ISIC Rev.3.
tractual complexity. Data on the degree of relationship-specific fixed costs or information frictions in contracts are from Nunn (2007) and Rauch (1999) . Specifically, as in Nunn (2007), for each good the contract intensity index is equal to the proportion of its intermediate inputs that are relationship-specific and is defined as
where   is the share of input  used to produce one unit of output  based on the 1997
is the share of inputs that is neither sold on an organized exchange nor reference priced. 8 The proxy for industry information complexity is constructed using data from Rauch (1999 Indicators (WDI) for the 1995-2015 period. First, we extract the trend in the logarithm of real GDP using a Hodrick-Prescott filter with parameter 6.25. Second, we identify recessions whenever the detrended series exceeds one country-specific standard deviation below zero.
Third, we identify the start of a recession as the year following the peak until the trough. Table 1 reports descriptive statistics for the main variables used in the empirical analysis, at the country level for financial variables and at the sectoral level for export variables (see Supplementary Table S1 for summary statistics for the individual countries); in Figure 1 , we display the relationship among key variables. There is substantial variation in financial structures across countries. Looking at the relative importance of banks versus stock markets, the percentage ratio of bank credit over the sum of stock market capitalization and bank credit equals 43% at the 25th percentile and 75% at the 75th percentile. To grasp the magnitude of these figures it is useful to observe that for Germany, an advanced 8 We concord the original data to ISIC Rev. country in our sample with a developed stock market but with a traditionally bank-oriented financial system, the ratio equals about 71%. Croatia, a Balkan country that features a relatively well-developed stock market, has a ratio of about 56%, and, further down in the scale, Mexico has a ratio of approximately 38%. Outside our sample, in 2000, the United
Descriptive statistics
States, a country often taken as an example of highly market-oriented financial system, the ratio approximately equaled 24%. Corporate bond markets tend to be smaller than stock markets, and in fact in our sample at the 25th percentile the ratio of bank credit to the sum of bond market capitalization and bank credit equals 76%. In our sample, there is also substantial variation in foreign bank participation. The share of bank assets held by foreign banks ranges from as low as 0% for Iran or 7% for Thailand to as high as 82% for
El Salvador or 90% for Croatia.
On the export side, the average number of exporters in an ISIC 2-digit industry ranges from few dozens for countries such as Cambodia and Paraguay to the about 3,000 of Spain and Turkey or the 8,000 of Germany. The data for the mean value of export sales also show large cross-country variation. While not reported in the table, our data also reveal that the mean values tend to be substantially higher than the median values of export per exporter, suggesting that exporters tend to be concentrated in the segments of midsized and large businesses, while the incidence of export is significantly lower for small for small and medium-sized firms and 32% for large firms; and in Peru it accounted for 0.7% of sales for small firms, 4.1% for medium-sized firms, and 16.1% for large firms..
Prior literature documents that net entry rates into export mask a substantial turnover of exporters, and especially so in middle-and low-income countries, the bulk of our sample.
Using transactions-level customs data from Colombia, Eaton et al. (2007) find that, in a typical year, about half of all Colombian exporters were not exporters in the previous year.
Volpe Martincus and Carballo (2009) rate into export roughly equals 58% while the mean exit rate from export equals 57%. There is significant variation in the entry and exit rates of exporters. As shown in Figure 1 , Panel C, countries with very similar net entry rates into export exhibit very different export sector dynamism, as captured by the degree of turnover of exporters. And Supplementary Table   S1 reveals that the interquartile range for the share of exports of the 5% largest exporters exceeds 20%, signaling quite a diverse degree of concentration of the export sector across countries.
Baseline Results
In this section, we investigate the impact of financial structures on export dynamics. In Section 5, we examine possible mechanisms that can drive this impact.
In Table 2 , we study the impact of financial structures on export dynamics by using measures of the relative importance of banks versus capital markets in the economy and measures of the relative importance of foreign banks within the banking sector of the country. Specifically, we consider the ratio of credit granted by banks over the sum of stock market capitalization and bank credit, the share of total bank assets accounted for by foreign banks, and the ratio of bank credit over the sum of bond market capitalization and bank credit. In all the regressions, we control for a measure of the overall financial development of the country, the ratio of total credit in the economy over the GDP. Further, we include a full set of country-year fixed effects as well as industry-year fixed effects. As noted, the identification strategy consists of testing whether the impact of the financial structure on the export measures varies according to the degree of external financial dependence of the industry that is due to technological factors. The estimates in Panel A refer to all the countries in the sample, while those in Panel B are obtained by dropping high-income countries from the sample. 10 The estimates in Panel A, columns 1-2, suggest that countries with a stronger importance of banks relative to capital markets feature a larger export sector. In particular, they are characterized by a larger number of exporters, although not necessarily a larger average size of exporters. To gauge the magnitude of the estimate on bank credit relative to stock market capitalization, we look at the Pulp, Paper and Paper Products industry, which is at the 25th percentile of    , and the Furniture industry, which is at the 75th percentile of    . The estimated coefficient of 0.376 suggests that the difference in the log number of exporters between the Paper industry and the Furniture industry in Uganda, which is at the 75th percentile of the bank to stock market ratio, is 3 percentage points higher than the difference in the log number of exporters between the same industries in Kuwait, which 10 These high-income countries include Denmark, Germany, Norway, and Portugal.
is at the 25th percentile of the ratio. 11 Given that the mean difference in the log number of exporters between the Paper industry and the Furniture industry is 22.3 percentage points, our estimate suggests that the effect of the ratio of bank credit to stock market capitalization on the number of exporters accounts for about 13.8% of the mean difference.
However, when we turn to examine the impact of the financial structure separately for the entry and exit margins of exporters, the results indicate that a more bank-oriented financial system does not promote the expansion of the export sector by stimulating entry into export but rather by reducing the exit rate of exporters (columns 3-4). In fact, the exit rate of exporters is negatively affected by the importance of banks relative to the stock market, while the relative importance of banks does not appear to have a significant impact on the entry rate of exporters. The estimated coefficient of -0.056 in column 4 implies that the difference in the exit rate between the Paper industry and the Furniture industry in the country at the 75th percentile of the bank to stock market ratio is 0.5 percentage points lower than the difference in the exit rate between the same industries in the country at the 25th percentile of the ratio. Given that in our sample the mean difference in the exit rate between the Paper industry and the Furniture industry is 7.5 percentage points, our estimate suggests that having relatively stronger banks can in fact reduce the exit rate of exporters relatively more in industries with a higher degree of dependence on external
In Panel A of Table 2 , we also study the impact of the relative importance of foreign banks, to ascertain whether the results are driven by domestic or foreign banks. A stronger presence of foreign banks stimulates the dynamism of the export sector (see columns 8-10). In particular, both the entry and the exit rate of exporters are positively affected by the ratio of foreign bank assets and, as a result, the turnover in the export sector is also positively influenced. A computation analogous to that performed above suggests that the presence of foreign banks accounts for about 8-9% of the mean difference in the entry rate, exit rate, and turnover rate of exporters in our sample. The reader could suspect that this impact of foreign banks reflects a larger size of foreign banks relative to domestic banks.
However, the result is fully robust to inserting a control for the degree of concentration of the banking sector, which suggests that it is the foreign or domestic nature of banks, rather than their size, that matters. Overall, the results suggest that the reduced exit from the 11 From Table 1 , the 25th and 75th percentiles of   are 0.123 and 0.376, respectively. The the 25th and 75th percentiles of bank credits (relative to stock) are 43% and 75%, respectively. Thus, the implied increase in the ln number of exporters between the Paper industry and the Furniture industry if bank credits are increased from the 25th to the 75th percentile of the distribution would be 0.376*(0.376 -0.123)*(75 -43) = 3.09. 12 As for the impact of the measure of overall financial development, this is in line with previous findings that stronger financial development promotes the expansion of the export sector.
12 export sector is primarily driven by domestic banks.
The estimates are similar when high-income countries are excluded − see Panel B. In fact, the negative effect on export dynamics of bank credit to stock market capitalization turns out to be even stronger (columns 3-5 in panel B). The estimate in column 4 implies that the difference in exporters' exit rate between the Paper industry and the Furniture industry in the country at the 75th percentile of the bank to stock market ratio is 0.6 percentage points lower than the difference in the exit rate between the same industries in the country at the 25th percentile of the ratio. If one includes advanced countries this figure equals 0.5 percentage points, as noted above.
The results in Table 2 are consistent with the hypothesis that, relative to dispersed investors in capital markets, banks take a longer-term stance when financing export activities.
This behavior is especially driven by domestic banks, while foreign banks' attitude is more similar to that of dispersed investors in capital markets. The tendency of bank-oriented financial systems to keep exporters afloat and moderate their exit could be a symptom of either efficient or inefficient behavior (Allen and Gale, 2001) . Banks' vested interests in exporters could imply a "soft budget constraint" (SBC) attitude of the kind stressed by Dewatripont and Maskin (1995) and then studied by a sizeable literature on credit markets, especially in developing countries. According to Dewatripont and Maskin (1995) , soft budget constraints in credit markets arise predominantly for activities featuring large up-front fixed costs: once a bank has financed the initial costs, those are sunk, so the bank is inclined to roll over financing even to an underperforming exporter. Put differently, the information initially accumulated by banks and the resulting vested interests that banks have in exporters' activities could distort banks' decision on whether to cut credit to exporters.
Capital markets suffer less from this soft budget constraint attitude because dispersed investors cannot coordinate on renewing funding to an underperforming exporter (dispersed stockholders will rush to abandon an unsuccessful exporter). As noted, export is an activity that features large up-front fixed costs (Manova 2013; Melitz, 2003) , so that it can be naturally exposed to banks' soft budget constraint attitude. Further, soft budget constraint problems for export could be further accentuated in middle-and low-income countries where domestic banks are often subject to government pressure, through government ownership and government-appointed managers or through the presence of ad hoc development banks.
For example, in the development stage of South Korea during the 1980s and 1990s, South
Korean banks were allegedly under government pressure to protect the export sector, by rolling over loans even to underperforming exporters (Dornbush and Park, 1987) . Foreign banks have less vested interests and are typically less entrenched than domestic banks in middle-and low-income countries (Mian, 2006; Detragiache, Tressel and Gupta, 2008) .
Therefore, they are reputed to be "tougher" lenders than domestic banks and to suffer less 13 from the SBC attitude.
The discussion above highlights a negative interpretation of the lower exit rate of exporters in bank-oriented systems, as a symptom of a SBC problem. As stressed by Allen and Gale (2001), an alternative, more benign view is that banks can be better able to renegotiate credit contracts in the event of unforeseen contingencies that are not initially specified in the contracts. In other words, banks could exhibit long-termism and be more willing to wait for export activities to bear fruits, rather than shut down financing prematurely. Indeed, export takes time to yield fruits and the initial investments could require some time to be recouped, more so than in the case of domestic activities. 13 Dispersed capital market investors and foreign banks can instead exhibit an excessive short-termism, have poorer understanding of exporters' conditions and be inclined to shut down credit too early.
Mechanisms
In this section we aim at gaining further insights into the mechanisms that drive the baseline results, with an emphasis on disentangling banks' soft budget constraints from their long-termism. The literature predicts that the occurrence of soft budget constraint problems in the banking sector is tightly related to the degree of independence of banks from the influence of the government and of related parties and to the quality of monitoring and supervision of banks. Exploiting this prediction, in Section 5.1 we take a step towards disentangling a possible role of soft budget constraints by supplementing information from our main databases with country-level data on the independence, monitoring and supervisory quality of banks.
As for the more benign explanation of the baseline findings (banks buffer exporters from unforeseen shocks), banks' ability to renegotiate contracts and insulate firms from unforeseen contingencies should especially kick in when ex ante it is hard to gather precise information about shocks that can hit export projects and when it is difficult to write detailed contracts that account for such unexpected contingencies (Allen and Gale, 2001).
Based on these arguments, we conjecture that if the baseline results especially reflect domestic banks' buffering and long-termism (rather than soft budget constraints) the effects should be stronger in the event of negative shocks, such as crises or recessions. We test this hypothesis in Section 5.2. Moreover, we would expect the effects to be relatively stronger for products that are informationally more complex and for which detailed, state-contingent contracts are harder to write. We test this hypothesis in Section 5.3.
13 This might be particularly true for some industries, where export require longer gestation, and for some modes of entry of exporters (e.g., export platforms might require time).
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Banks' soft budget constraints
As it is typically the case in the empirical literature, a direct test of soft budget constraints is not feasible. However, following the banking literature, we can capture the exposure of countries to a bank soft budget constraint problem by exploiting information on banks'
independence and on the regulation and monitoring to which banks are subject. Banks' soft budget constraint attitudes can be more pronounced in settings where banks are less independent in their loan-granting decisions and more susceptible to the influence of external parties such as the government, which could put pressure on banks to rollover loans to exporters (Allen and Gale, 2001) . Soft budget constraint problems may also be more severe in countries in which bank managers are less subject to close supervisory scrutiny on their decisions, implying more freedom of bank managers to evergreen loans to borrowers (Arestis, de Paula and de Paula, 2008; Lardy, 1998) . Bank managers may indeed have the incentive to conceal the status of loan portfolios by evergreening loans (Niinimaki, 2007) .
To perform the tests of this section, we integrate the data sources used in the baseline analysis with data from the World Bank Banking Supervision Survey, which collects thorough information of the supervision, monitoring, and regulatory restrictions on banks.
We focus on questions in the survey that directly speak to soft budget constraint issues:
the degree of banks' independence from external pressures and the quality of the monitoring and sanctioning of bank managers. Based on the afore-mentioned predictions of prior literature, we expect that, if to a non-trivial extent the baseline results reflect banks' soft budget constraints, the reduction in exporters' exit and turnover rates should be stronger in countries where bank managers are more prone to engage in soft budget constraint (that is, they are less easily monitored and sanctioned by bank auditors and supervisors, and they are less independent from external pressures). Specifically, the augmented empirical model reads:
where   denotes the measure of independence or supervision of banks in country  and the other terms have the same meaning as in the baseline empirical model in equation
(1).
The results are gathered in Table 3 . In Panel A, we use an indicator for the exposure of banks to external pressures: a dummy that takes the value of one if "related parties" can own capital in banks (where related parties are "entities or persons linked via collective or common ownership, financial linkages or interdependency, or generally whereby one partysignificantly influences the other such that one of the parties is less able to pursue its own independent interest."). We find that, compared to countries where banks are less exposed to the pressure of external parties, in countries where banks are susceptible to such pressure (i.e., more exposed to SBC problems), more bank credits, relative to stock market size, lead to lower exit and turnover of exporters (row 2, columns 4-5). 14 By contrast, the presence of foreign banks may help promote exporters' entry, exit and turnover in those countries (row 2, columns 8-10), suggesting that foreign banks help circumvent the soft budget constraint of domestic banks.
To proxy for the quality of auditing and monitoring of bank managers, we construct a dummy variable that takes the value of one if bank auditors are required to directly communicate their audits to the supervisory agency (Panel B). 15 We find that in countries with looser auditing and monitoring of bank managers (i.e., with more SBC problems) a more bank-oriented financial system leads to a lower turnover of exporters (row 3, column 5). 16 We also experiment with indicators for the stringency of sanctioning of banks' behavior.
In Panel C, we display the results for an indicator that takes the value of one if bank directors are legally liable when the information they disclose is erroneous or misleading. We obtain that in countries where bank managers are not subject to adequate sanctions in case of misleading information on banks' accounts (i.e., with possibly more severe SBC problems), more bank credits, relative to stock market capitalization, lead to lower turnover of exporters (row 5, column 5). In Panel D, we obtain even stronger results when we exclude high-income countries from the sample, which is consistent with the widely held view that soft budget constraints especially plague banks' behavior in middle-and low-income countries, due to stronger interference of governments or lower quality of regulation and supervision. 17 Altogether, the results in Table 3 14 In those countries where banks are independent from the pressure of external parties, a more bankoriented financial system also contributes to smaller size of exporters (row 1, column 2), suggesting entry of younger and smaller firms into the export market. 15 Interestingly, in untabulated tests we find that the role of foreign banks in promoting exporters' turnover is stronger when supervisory guidelines apply uniformly to all banking institutions, including foreign banks. 16 We find less compelling evidence on the impact of foreign banks in countries where supervisors' monitoring is less stringent. 17 In untabulated results, we also considered alternative proxies for the stringency of sanctioning and accounting standards, such as the requirement for supervisors to make public formal enforcement actions and to operate on an early intervention framework.
Consistently across regressions, the estimates thus point to soft budget constraint attitudes in domestic banks' behavior.
Banks' long-termism: buffering exporters from shocks
In the previous section, we tried to disentangle the presence of soft budget constraint issues.
The tests of this section and of the next intend to get evidence on the possible role of banks' long-termism. To the extent that the baseline results reflect banks' ability to buffer exporters from negative shocks by renegotiating contracts, we would expect this buffering effect to be stronger during crises and recessions. To probe this point, in Tables 4a-4b we differentiate the effects of financial structures between normal times and contractions.
Exploiting information on episodes of financial crises in Laeven and Valencia (2013), we first code a dummy variable equal to one if during the year the country was hit by a financial crisis, zero otherwise. In Table 4a , we then augment our regressions by adding the interaction term between the financial crisis dummy and the industry-level measure of external financial dependence and the triple interaction between the financial crisis dummy, the industry-level measure of external financial dependence, and the financial structure indicator (the share of bank assets held by foreign banks). In Table 4b , we repeat this exercise using a dummy for recessions instead of a dummy for financial crises. Tables 4a-4b , we do not estimate significant coefficients on the triple interactions for exporters' entry, exit, or turnover rate, regardless of whether the financial crisis dummy or the recession dummy is used in the interaction.
Consistently across the regressions in
Thus, we do not detect a differentially stronger (or weaker) effect of financial structures on export dynamics in times of economic difficulties. The only exception regards the role of foreign banks in promoting entry into the export sector. This positive effect on exporters' entry appears to be diluted during crises, which is in line with the frequent observation that during financial crises foreign banks exhibit instability in their credit flows and are inclined to curtail credit. A second interesting point is that during difficult times, the domestic banking sector appears to promote some resilience on the intensive margin of export, while not affecting the extensive margin (exporters' entry, exit and turnover). In fact, we estimate a positive effect of the indicators of bank relevance on the average sales of exporters. To summarize, the estimates in Tables 4a-4b suggest that the baseline results of Table 1 reflect long-run structural mechanisms rather than short-term buffering effects during financial crises or recessions.
Finally, untabulated coefficients on the interaction between the financial crisis dummy and the financial dependence of the industry reveal that financial crises and recessions have an overall negative effect on export especially in industries with higher external financial dependence. This is in line with prior findings that exporters are disproportionately vulnerable to tight financial conditions during downturns (Chor and Manova, 2012; Cerutti and Claessens, 2016). 18
Banks' long-termism: buffering exporters amid incomplete contracts
An alternative way to detect a possible role of domestic banks in buffering exporters from unforeseen contingencies is to investigate whether the baseline results are stronger in settings in which it is more difficult to write contracts that are contingent on unexpected shocks (due to lack of information of banks or inherent informational complexity of products). To this end, in Table 5a we study whether the effects of the financial structure are stronger in contexts where information about products is scarcer and where contracts are harder to specify. To conserve space, we concentrate on the impact of the relative importance of foreign banks in the banking sector (see Supplementary Tables S2a and S2b for evidence that the impact of foreign banks on exporters' turnover is significantly different for products characterized by higher informational complexity (see column 5, row 3). This is true also when, as in Panel C, column 5, we interact the Rauch indicator with a measure of the strength of legal rights in the country. Overall, these results suggest that the impact of foreign banks is not different in informationally more difficult settings.
In Table 5b , we explore whether the impact of financial structures depends on the ease with which contracts can be written and enforced. In column 5, we obtain some evidence that for products with higher contractual complexity and relationship specificity (as measured by the indicator in Nunn, 2007) foreign banks actually reduce exporters' turnover, thus working more similarly to domestic banks than for products with simpler contracts (column 5, row 1). This is the opposite of what we would expect if domestic banks had an advantage over foreign ones in dealing with contractually complex products.
However, this effect does not vary across countries with different degree of rule of law or strength of legal rights. 20
Extensions and Robustness
We carry out several extensions and robustness tests of our main findings. In Section 6.1, we explore the implications of the baseline results for the concentration of the export sector.
In Section 6.2, we perform various robustness checks.
Implications for export sector concentration
The detected impact of financial structures on exporters' dynamics can have far-reaching consequences for the structure of the export sector. In Table 6 , we examine the effect of the financial structure on the export sector concentration. We uncover evidence that a relatively stronger banking sector within the financial system leads to a less concentrated export sector: both the Herfindahl index for exporters and the share of exports accounted for by the top 5% of exporters are negatively affected by the relative importance of banks vis-à-vis stock markets. Performing a computation analogous to that used in Section 4, our estimate of -0.129 in column 1 suggests that the ratio bank credit to stock market accounts for about 17% of the mean difference in the Herfindahl index in our sample. Similarly, column 2 implies that the bank over stock market ratio accounts for about 11% of the mean difference in the share of top 5% exporters in our sample. Interestingly, we also find that the share of bank assets accounted for by foreign banks reduces the degree of concentration of the export sector.
These results are interesting in light of the findings for the exit and turnover of exporters.
One might surmise that if the financial system stiffens the exit of exporters, this could allow incumbent exporters to grow more. However, an opposite view is that a financial system that stiffens exporters' exit dilutes the competitive pressure on incumbent exporters, reduces the selection of exporters and allows many small exporters to merely survive, rather than few successful exporters to expand. If banks were efficient long-term investors, we would expect efficient exporters to eventually take off and grow in size. If instead banks are mostly SBC investors, they may maintain afloat many small exporters, which however never get selected, so that it is hard for the most efficient exporters to take off and grow. 21 Our results suggest that domestic banks may slow down the selection and exit of small exporters, contributing to a reduced concentration of the export sector. This explanation is also akin to that advanced by Klapper, Laeven and Rajan (2006) for firms' dwarfism in countries like Italy.
Overall, our findings for the effect of financial structures on export concentration may then offer more support to the SBC hypothesis than to the banks' long-termism hypothesis.
Further robustness tests
In Table 7, In Panel B of Table 7 , we experiment by considering alternative indicators of institutional quality of the country in the analysis of the mechanisms of influence. We use credit registry coverage of adults as an alternative measure of the information available to banks. Similar to the results in Table 5a , Panel A, adding this control for the quality of information has 21 As documented by Eaton et al. (2007) , especially in developing countries, there is a continuous entry and exit of exporters, the majority of which experiment with selling small amounts in foreign markets. Table 5a and Table 5b .
Conclusion
Using rich data from over 60 countries, this paper has investigated how financial structures affect the dynamics and concentration of the export sector. While confirming prior findings that financial and banking development can boost the expansion of the export sector, the results offer a nuanced perspective on the impact on export dynamics: domestic banks appear to promote the expansion of export especially by reducing the exit rate of exporters, rather than promoting the entry of new businesses into export activities. That is, their boost to the size of the export sector comes hand in hand with a reduction in the dynamism of the export sector. This is not necessarily a symptom of inefficient behavior, as banks might perform a buffering role for exporters vis-à-vis unforeseen contingencies. However, perhaps more worryingly, we find that in none of the circumstances in which the buffering role of banks should be more valuable, their chilling effect on exporters' exit is more pronounced.
By contrast, this effect is stronger in countries characterized by lower independence of bank managers from external pressures and poorer bank supervisory quality. These results are mostly attributable to domestic banks in middle-and low-income countries, while the presence of foreign banks is conducive to a significantly higher dynamism of the export sector.
The paper can yield relevant policy insights. The first regards the structure of the financial system: complementing domestic banking development with the development of capital markets and with the openness of the banking system to foreign financial institutions can have first-order effects on the dynamism of firms' international activities. The second implication regards the importance of complementing banking development with an improvement of the incentives of bank managers that mitigates their inclination to protect incumbent exporters. These two types of financial reforms could reinforce each other, as they both would tend to reduce distortions in the allocation of financial resources in the export sector.
Figure 1. Key Variables
Note: This figure displays the key variables used in the analysis. Detailed summary statistics for individual countries are reported in Supplementary Table S1 . See Section 3 for more details on the data and measurement. Note: This table reports the effects of financial structures on the number, size and dynamics of exporters in 2-digit ISIC industries. The financial structure is captured by the ratio of bank credit to the sum of stock market capitalization and bank credit (columns 1-5); the share of foreign bank assets in total bank assets in the country (columns 6-10); the ratio of bank credit to the sum of bond market capitalization and bank credit (columns 11-15). The dependent variables are the number of exporters (columns 1, 6, 11); the average foreign sales of exporters (columns 2, 7, 12); the entry rate of exporters (columns 3, 8, 13) ; the exit rate of exporters (columns 4, 9, 14); the turnover (entry+exit) rate of exporters (columns 5, 10, 15). All regressions control for total financial development, as captured by all credit over GDP and regressions in columns 6-10 also control for the concentration of the banking sector. All regressions include country-year fixed effects and sector-year fixed effects. The regressions in Panel A refer to all the countries in the sample; those in Panel B exclude high-income countries. Robust standard errors, clustered at the country-year level, are in parentheses. ***, **, and * denote statistical significance at the 1%, 5%, and 10% level, respectively. Note: This table reports the effects of financial structures on the number, size and dynamics of exporters in 2-digit ISIC industries depending on the degree of independence of banks, the quality of auditing and supervision of banks, and the stringency of sanctioning of bank managers. The financial structure is captured by the ratio of bank credit to the sum of stock market capitalization and bank credit (columns 1-5) or the share of foreign bank assets in total bank assets in the country (columns 6-10). The dependent variables are the number of exporters; the average foreign sales of exporters; the entry rate of exporters; the exit rate of exporters; the turnover (entry+exit) rate of exporters. In panel A, Bank Regul. is a dummy variable equal to 1 if in the country related parties can own capital in a bank. In panel B, Bank Regul. is a dummy variable equal to 1 if in the country auditors are required to communicate audits directly to the supervisory agency. In panels C and D, Bank Regul. is a dummy variable equal to 1 if in the country bank directors are legally liable if information disclosed is misleading. All regressions include Bank Regul.*ExtFin, FinDev*ExtFin, FinDev*ExtFin*Bank Regul., country-year fixed effects and sector-year fixed effects, where FinDev is measured as all credit over GDP to control for total financial development. Regressions in columns 6-10 also include Bank Concentration*ExtFin and Bank Concentration*ExtFin*Bank Regul. to control for the concentration of the banking sector. Robust standard errors, clustered at the country-year level, are in parentheses. ***, **, and * denote statistical significance at the 1%, 5%, and 10% level, respectively. Note: This table reports the effects of financial structures on the number, size and dynamics of exporters in 2-digit ISIC industries depending on the degree of informational and contractual complexity. The financial structure is captured by the share of foreign bank assets in total bank assets in the country. The dependent variables are the number of exporters; the average foreign sales of exporters; the entry rate of exporters; the exit rate of exporters; the turnover (entry+exit) rate of exporters. All regressions include FinDev*ExtFin, Bank Concentration*ExtFin, country-year fixed effects and sector-year fixed effects, where FinDev is measured as all credit over GDP to control for total financial development and Bank Concentration is used to control for the concentration of the banking sector. Regressions in panel A also include ExtFin*Credit bureau coverage. Credit bureau coverage is the percentage of adults covered by credit bureaus in the country. Regressions in panel B also include Foreign Bank*ExtFin and Rauch*Rule of Law. The Rauch indicator of contractual complexity is defined in Section 3.3. The rule of law index is from the Worldwide Governance Indicators. Regressions in panel C also include Foreign Bank*ExtFin and Rauch*Strength of legal rights. The strength of legal rights is from Doing Business. Credit bureau coverage, rule of law, and strength of legal rights are demeaned by the sample average. Robust standard errors, clustered at the country-year level, are in parentheses. ***, **, and * denote statistical significance at the 1%, 5%, and 10% level, respectively. Note: This table reports the effects of financial structures on the number, size and dynamics of exporters in 2-digit ISIC industries depending on the degree of informational and contractual complexity of products and countries. The financial structure is captured by the share of foreign bank assets in total bank assets in the country. The dependent variables are the number of exporters; the average foreign sales of exporters; the entry rate of exporters; the exit rate of exporters; the turnover (entry+exit) rate of exporters. All regressions include FinDev*ExtFin, FinDev*Nunn, Foreign Bank*ExtFin, Bank Concentration*ExtFin, country-year fixed effects and sectoryear fixed effects, where FinDev is measured as all credit over GDP to control for total financial development and Bank Concentration is used to control for the concentration of the banking sector. Regressions in panel A also include Nunn*Rule of Law and FinDev*Nunn*Rule of Law. Regressions in panel B also include Nunn*Strength of legal rights and FinDev*Nunn*Strength of legal rights . The Nunn indicator of contractual complexity is defined in Section 3.3. The rule of law index is from the Worldwide Governance Indicators. The strength of legal rights is from Doing Business. The rule of law index and strength of legal rights are demeaned by the sample average. Robust standard errors, clustered at the country-year level, are in parentheses. ***, **, and * denote statistical significance at the 1%, 5%, and 10% level, respectively. Note: This table reports robustness tests for the effects of financial structures on the number, size and dynamics of exporters in 2-digit ISIC industries depending on the degree of informational and contractual complexity of products and countries. The financial stucture is captured by the share of foreign bank assets in total bank assets in the country. The dependent variables are the number of exporters; the average foreign sales of exporters; the entry rate of exporters; the exit rate of exporters; the turnover (entry+exit) rate of exporters. All regressions include FinDev*ExtFin, Bank Concentration*ExtFin, country-year fixed effects and sector-year fixed effects, where FinDev is measured as all credit over GDP to control for total financial development and Bank Concentration is used to control for the concentration of the banking sector. Panel A reports the two-stage least squares estimates for Foreign Bank*ExtFin where Foreign Bank is instrumented using Entry Barrier lagged by five years. Regressions in panel B also include ExtFin*Credit registry coverage and FinDev*ExtFin*Credit registry coverage. The credit registry coverage is the percentage of adult population covered by a credit registry. Regressions in panel C also include Rauch*Gov't effectiveness, Foreign bank*ExtFin, FinDev*Rauch, and FinDev*Rauch*Gov't effectiveness. Regressions in panel D also include Nunn*Gov't effectiveness, Foreign bank*ExtFin, FinDev*Nunn, and FinDev*Nunn*Gov't effectivenss. The Rauch and Nunn indicator of contractual complexity are defined in Section 3.3. The Government Effectiveness index is from the Worldwide Governance Indicators. Credit registry coverage and Gov't effectiveness are demeaned by the sample average. Robust standard errors, clustered at the country-year level, are in parentheses. ***, **, and * denote statistical significance at the 1%, 5%, and 10% level, respectively. Tanzania  TZA  12%  68%  63%  67  426314  72%  68%  139%  34%  66%  Thailand  THA  137%  55%  76%  7%  1860  2498934  42%  43%  85%  9%  88%  Timor-Leste  TLS  15%  100%  3  220001  47%  49%  84%  70%  Turkey  TUR  31%  50%  100%  13%  2895  1166485  53%  48%  101%  8%  82%  Uganda  UGA  9%  75%  98%  89%  29  249026  74%  65%  136%  41%  59%  Uruguay  URY  31%  98%  59%  52  1405100  54%  54%  107%  36% 
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